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Cal EMA Response

We concur with this recommendation. We will require subgrantees submit, along with their
Financial Management Forms Workbook (FMFW), a narrative description outlining their long-
term sustainability requirements for projeci(s) anticipated to extend past the federal performance
period of that particular grant year. We will also review these plans and ensure they are
reasonable long-term options for the proposed project.

Monitoring of UAST Recipients

Recommendation #10
Commit sufficient resources to establish and implement policies and procedures for annual on-
site monitoring of Urban Areas Security Initiative grant recipients.

Cal EMA Response

We concur with this recommendation. Despite limited resources, and the fact that five percent
(5%) management and administrative portion of the homeland security funding does not allow
us to efficiently administer the federal grant programs, we have developed and implemented a
subreceipient risk assessment program that allows for the fiscal and administrative monitoring of
all grants during the grant award period through either limited or extended-scope field and/or
desk reviews. All extended scope reviews are predicated upon a reimbursement made to the
subrecipient. In addition, throughout the year the agency supplements its annual monitoring
plan with a random selection of subrecipients to receive limited-scope payment reviews. This
program ensures that we meet subrecipient monitoring requirements for all federal awards.

We have attached our agency’s FY2010/11 Monitoring Plan (Attachment B), our Grants
Monitoring Guide (Attachment C), and Chapter 7 of our Grants Manual on Assessing,
Monitoring, and Mitigating Subreceipient Risk. (Attachment D)

Recommendation #11

Require that the on-site monitoring visits include evaluations of the recipients’ overall
management of the grants, including the progress made toward achievement of program goals.

Cal EMA Response

We concur with this recommendation. As noted above, the five percent (5%) management and
administration allotment makes it difficult for us to efficiently administer the Homeland Security
grants awarded to the State of California. Per the Office of Management and Budget (OMB)
Circular A-133, Part 3-M, states that grantees are responsible for monitoring subgrantee use of
federal awards through reporting, site visits, regular contact or other means. As mentioned
above, the agency’s on-site monitoring requirements are one way to meet this requirement.
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Although the state’s limited resources make on-site visits difficult for program staff, we will
continue to meet the OMB Circular requirement as indicated above by successfully submitting
the Biannual Strategy Implementation Report (BSIR) in the Grants Reporting Tool (GRT), as
well as regular contact with our subgrantees. Qur Homeland Security Grant Section stalf also
submits a weekly status update to their supervisor describing the weekly activities of the
subgrantees. (Attachment E)

Our Homeland Security Grants Section is in the process of developing a plan to ensure regular
programmatic site visits occur. Program staff will conduct site visits with our subgrantees to
meet, discuss, and document progress made towards achieving program objectives and goals.
We have also updated the Site Visit Form to include the following: “For each project identified
in the Financial Management Forms Workbook, how is your agency achieving the goals and
objectives for this project.” (Attachment F) We are implementing an Excel Spreadsheet Site
Visit Schedule, which, as mentioned above, shall allow agency Branch Chiefs and Section Chiefs
to manage visits and track completion of all reports,

The Grants Reporting Tool (GRT), FEMA’s on-line reporting system for homeland security
funding, previously tracked subgrantee progress by asking what percentage the subgrantee is
completing projects. For example, had a project reached a twenty percent (20%) completion of
project goals, forty percent (40%) completion of project goals, ete. The possibility of having
FEMA reinstate this Module within the GRT may assist SAA’s in determining whether
subgrantees have achieved specified program goals.

Unreported and Unjustified Sole Source Procurements

Recommendation #12

Develop and provide to all Urban Areas Security Initiatives grant subgrantee managers, within 6
months of this report date, a comprehensive training program on State and federal regulations
pertaining to competitive procurements.

Cal EMA Response

We concur with this recommendation, We will issue a Grant Management Memorandum
(GMM) by December 31, 2010, outlining state, and federal regulations regarding competitive
procurements. The GMM also offers another excellent opportunity to specify the importance of
efficient and cost effcctive use of grant funds to improve first responder preparedness.
Additionally, we will offer this training program during the Biannual Strategy Implementation
Report (BSIR)/Financial Management Workshops scheduled for December 2010. Finally, we
will include this information on our agency’s website for future reference.

3650 SCHRIEVER AVENUE * MATHER, CA 95655
(916) 845-8506 = (916) 845-8511 Fax

The State of California’s Management of Urban Areas Security Initiative Grants
Awarded During Fiscal Years 2006 through 2008

Page 60



Appendix C
State of California Management Comments on the Draft Report

Martin W. O’Neill
December 1, 2010
Page 8

Recommendation #13

Prepare, publish and disseminate a guide detailing procurement regulations for FEMA awards to
all California municipal and county purchasing departments that are acquiring equipment or
services with Homeland Security grant funds,

Cal EMA Response

We concur with this recommendation. The Code of Federal Regulations (CFR) Title 44 §13.36,
provides uniform administrative requirements for grants and cooperative agreements awarded to
state and local governments. These regulations direct the state and local governments to use
their own procurement procedures, which reflect applicable state and local laws and regulations,
provided the procedures conform at a minimum to applicable federal procurement regulations.
We will provide to the UASI managers, as part of the Grants Management Memorandum
mentioned in Recommendation #12 above, a guide detailing procurement regulations for FEMA
awards for distribution to their respective municipal or county purchasing department.

‘We will address the subgrantee procurement requirements by requiring subgrantees to complete
and submit a cost benefit analysis with the sole source request form. We have also developed
procedures to ensure the HSGS program representatives review all sole source request forms for
content and completeness. We will also follow-up with subgrantees for additional clarification
when needed to ensure adequate justification is provided.

Additionally, we will continue to require the subgrantee to self-certify that all grant related
purchases were competitive. The Monitoring Division, during desk reviews and on-site visits,
will review the subreceipient procurement procedures to ensure they meet the minimum
requirements as set forth in CFR 44,

Recommendation #14

Complete a review of all grant funded purchases exceeding $100,000 to identify those made as

sole source procurements and:

e Verify that State approval was obtained, sole source procurement was justified, and the price
was documented as fair and reasonable,

o Disallow all procurements that fail to meet these requirements, and

e TFreeze all procurements for Urban Area that has granted a waiver from using advertised
procurements until it agrees to adhere to federal grant procurement requirements.

Cal EMA Response

We partially concur with this recommendation. Due to the level of time commitment and staff
hours needed to handle this recommendation, we are unable to complete a review of all grant-
funded purchases exceeding $100,000 to identify those made as sole source procurements. Cal

3650 SCHRIEVER AVENUE * MATHER, CA 95655
(916) 845-8506 * (916) 845-8511 FAX

The State of California’s Management of Urban Areas Security Initiative Grants
Awarded During Fiscal Years 2006 through 2008

Page 61



Appendix C
State of California Management Comments on the Draft Report

Martin W, O’Neill
December 1, 2010
Page 9

EMA divisions and branches are currently understaffed, and the present statewide “hiring freeze”
prevents our agency from adding personnel to our agency. We will address the issue by revising
our Request for Sole Source Procurement Authorization Form (Attachment G) to require a
cost/benefit analysis be attached to the form.

ecomme on #15

For future grant years, disallow any procurement actions that are not in compliance with federal
regulations.

Cal EMA Response

‘We concur with this recommendation. We will revise our Financial Management Forms
Workbook (FMFW) reimbursement request to include the following, “Did this purchase exceed
$100,000 and did it involve a sole source procurement?” Additionally, we will develop a policy
that enables program staff to disallow sole source requests not pre-approved by Cal EMA. It
should be noted that the discussion of Sole Source Requests is included in “Section V:
Procurement” of the Site Visit Form.

The Monitoring Division will also perform a random sampling of these reported purchases to
ensure federal procurement guidelines were followed and the costs reimbursed were properly
supported. Any costs identified by the Monitoring Division and/or program staff to be ineligible
will be disallowed.

Internal Controls over Reimbursements

R n #16

Strengthen internal controls over Urban Areas Security Initiative grant expenditure
reimbursements for example, through reviews of purchase orders, invoices, and delivery receipts.

Cal EMA Responsc

We concur with this recommendation. To strengthen internal controls over grant expenditures,
we are considering a sampling of source documentation prior to reimbursing subgrantees. A
review and verification of a sampling of source documentation would provide adequate
assurance that grant expenditures are allowable, allocable, authorized and consistent with federal,
State and grant requirements,

Ld
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Management of Cash Advances

Recommendation #17

Establish policies and procedures to ensure that cash advances to subgrantees are only provided
based on immediate disbursement requirements and that procedures are in place to minimize the
time needed to expend these funds.

Cal EMA Response

Please see response to Recommendation #19 below.

Recommendation #18

Require subgrantees to return funds advanced if not expended within 120 days of the advance
being provided.

Cal EMA Response
Please see response to Recommendation #19 below.

Recommendation #19

Require subgrantees to track accrued interest on cash advances, remit the interest carmed in
accordance with requirements to FEMA, and report the interest earned on the Financial Status
Reports.

Cal EMA Response to Recommendation #17, #18 and #19

‘We concur with these recommendations. In April 2010, the Cal EMA Homeland Security Grants
Processing (HSGP) Branch established the following procedures to ensure that all cash advances
follow federal regulations:

* All subgrantees are notified via email when Cal EMA approves their cash advance
request,

« Subgrantees are instructed to deposit cash advances into an interest bearing account.

e Cash advances must be expended within 120 days of receipt or the advance must be
returned to Cal EMA.
Subgrantees must track the interest carned on the cash advance.
Any interest in excess of $100 per year must be remitted at least quarterly to Cal EMA.
Cal EMA will report the interest earned on the quarterly Financial Status Reports and
remit to FEMA.
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When a subgrantee requests a cash advance, the amount and date of the cash advance is recorded
in a log. A calendar reminder is set for 90 days from that date. At the 90-day reminder date, an
e-mail is forwarded to the program specialist to contact the subgrantee to confirm that the cash
advance was deposited into an interest bearing account and that the interest is being tracked. The
program specialist also confirms that the cash advance will be expended prior to the 120-day
time limit or be returned to Cal EMA. The subgrantee is responsible for remitting to Cal EMA
any interest earned over $100 per year., This procedure is verified during the site and/or
monitoring process.

On behalf of Cal EMA, and our dedicated team, we thank you and the Department of Homeland
Security, Office of Inspector General, for the review of the Urban Areas Security Initiative grant
funds. We look forward to reviewing your final report and continuing our efforts to strive for the
most effective, efficient and economical operations. If you have any questions, please feel free
to contact my Chief of Staff, Helen Lopez at (916) 323-7615.

Sincerely,

MATTHEW R.
Secretary

Enclosures
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ADDITIONAL INFORMATION AND COPIES

To obtain additional copies of this report, please call the Office of Inspector General (OIG) at (202) 254-4100,
fax your request to (202) 254-4305, or visit the OIG web site at www.dhs.gov/oig.

OIG HOTLINE

To report alleged fraud, waste, abuse or mismanagement, or any other kind of criminal or noncriminal
misconduct relative to department programs or operations:

+ Call our Hotline at 1-800-323-8603;

 Fax the complaint directly to us at (202) 254-4292;

* Email us at DHSOIGHOTLINE@dhs.gov; or

* Write to us at:
DHS Office of Inspector General/MAIL STOP 2600,
Attention: Office of Investigations - Hotline,

245 Murray Drive, SW, Building 410,
Washington, DC 20528.

The OIG seeks to protect the identity of each writer and caller.






